Arizona Administrative Régisfe‘i' .
Notices of Proposed Rulemakmg

NOTICES OF PROPOSED RULEMAKING

Unless exempted by A.R.S. § 41-1003, each agency shall begin the rulemaking process by Ist submittihg to the Secretary of
State’s Office a Notice of Rulemaking Docket Opening followed by a Notice of Proposed Rulemaking that contains the pream-
ble and the full text of the rules. The Secretary of State’s Office publishes each Notice in the next available issue of the Register
according to the schedule of deadlines for Register publication. Due to time restraints, the Secretary of State’s Office will no
tonger edit the text of proposed rules, We will continue to make numbering and labeling changes as necessary.

Under the Administrative Procedure Act (A.R.S. § 41-1001 et seq.), an agency must allow at Ieast 30 days to elapse after the
publication of the Notice of Proposed Rulemaking in the Register before beginning any proceedings for adoption, amendment,
or repeal of any rule. AR.S. §§ 41-1013 and 41-1022,

NOTICE OF PROPOSED RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 10. DEPARTMENT OF HEALTH SERVICES, HEALTH CARE INSTITUTIONS: LICENSURE

PREAMBLE
1.  Section Affected Rulemaking Action
R9-10-1011 Repeal
R9-10-1012 Repeal
R9-10-1013 Repeal
‘R9-10-1014 Repeal
R9-10-1015 Repeal
RO9-10-1016 Repeal
R9-10-1017 Repeal
R9-10-1018 Repeal
R9-10-1019 Repeal
RS-10-1020 Repeal
R9-10-1021 Repeal
R$-10-1022 Repeal
R9-10-1023 Repeal
R9-10-1024 Repeal
R9-10-1025 Repeal
R9-10-1026 Repeal
R$-10-1027 Repeal
R9-10-1028 Repeal
R9-10-1029 Repeal
R9-10-1030 Repeal

2.  The statutory authority for the rulemaking, including both the authorizing statute (general) and the statutes the rules are
implementing (specific):
Authorizing Statute: ARS8, § 36-136(F)

Implementing Statute: A.R.S. §§ 36-405, 36-502, and 36-2023

3. Thename and address of agency personnel with whom persons may communicate regarding the rulemaking:
Name;: Johnie Golden, Program Manager

Address: Department of Health Services
Health and Child Care Review Services
1647 East Morten, Suite 240
Phoenix, Arizona 85020

Telephone: (602) 255-1127
Fax: (602) 255-1225

4. Anexplanation of the rule, including the agency’s reasons for initiating the rale: -
These rules had set forth the minimum requirements for the licensure of behavioral health service agencies but are now redun-~

dant and obsolete. Pursuant to Laws 1992, Chapter 301, § 61, and under an exemption from the provisions of A R.S. Title 41,
Volume 4, Issue #18 Page 986 i May 1, 1998




Arizona Administrative Register

Notices of Proposed Rulemaking

Chapter 6, the Department adopted new rules in Title 9, Chapter 20, Behavioral Health Service Agencies: Licensure, which gov-
ern the licensure of behavioral bealth service agencies and replace Chapter 10, Article 10, in its entirety. The Department is
repealing these rules because they are no longer used.

5.  Ashowing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a2 previous grant of
authority of a political subdivision of this state:
Not applicable,
6. The preliminary summary of the economic, small business, and consumer impact:
There wili be no economic impact on small businesses or consumers as the rule is no longer used to regulate behavioral health
service agencies.
7.  The name and address of agency personnel with whom persons may communicate regarding the accuracy of the econemic,
small business, and consumer impact statement:
Name: Johnie Golden, Program Manager
Address: Department of Health Services
Health and Child Care Review Services
1647 East Morten, Suite 240
Phoenix, Arizona 85620
Telephone: {602} 255-1127
Fax: (602) 255-1225
8. The time, place, and nature of the proceedings for the adoption, amendment. or repeal of the rule or. if ro proceeding is
scheduled, where, when, and how persons may request an oral proceeding on the proposed rule:
The Department has not scheduled oral proceedings on this rule repeal action. The Department will schedule oral proceedings if
5 or more individuals request oral proceedings by submitting a written request to the individual named in paragraph 3 above,
before 5 p.m., Monday, June 1, 1998, the date scheduled for the close of record. The Department will accept written comments
from the present date until the close of record date. Written comments should be submitted to the individual identified in para-
graph 3 before the close of record date. To request accommodation to participate in the public comnient process, or to obtain this
notice in alternative format, contact the individual identified in paragraph 3 above.
Close of Record:  June 1, 1998
9. Any other matters prescribed by statute that are applicable to the specific agency or to anv specific rule or class of rules:
None.
10. Incorporation by reference and their Jocation in the rules:
None,
11, The full text of the rules follows:
TITLE 9. HEALTH SERVICES
CHAPTER 10. DEPARTMENT OF HEALTH SERVICES, HEALTH CARE INSTITUTIONS: LICENSURE
ARTICLE 10. BEHAVIORAL HEALTH SERVICE RS-10-1027. Mentalhealth-treatment-services Repealed
AGENCIES R9-10-1028. Pastinl-esre-serviees Repealed
Section R9-10-1029. Behavioral-health-residential-serviees Repealed
R9-10-1030. Detoxifientionservices Repealed
R9-10-1011. Generai Repealed cpeate
R9-10-1012. Definitions Repealed ARTICLE 10. BEHAVIORAL HEALTH SERVICE
RS-10-1013. Apphicabilitrand-scope-ofrepulations Repealed AGENCIES

RO-10-1014. Licensure-process-andreguirements Repealed G ;
RO-10-1015. Generel-orpanizationend-ndimindstration Repealed '.I‘ N ge_ -

R9-10-1016. Elentrecords Repealed
R9-10-1017. Cenfidentiality-ofelientreeords Repealed

R3-10-1018. Chentssights Repealed
R9-10-1019. Research Repealed

R9-10-1020. Meéie&ti&ﬁ—e&ﬁ&e-} Repealed

R9-10-1021,
Repealed o
R9-10-1022, Peed-service Repealed J ; ARS 536 104
R9-10-1023. Reguired-elements-of-apgeney’sprogramofserviees ? B )
Repealed R9-10- 1612 Definitions Repealed
R$-10-1024. Behevioral healthemergeney-serviees Repealed Az “Behavieral-health—services rpenn

R9-10-1025. Mental-healthsereeningserviees Repealed
R9-10-1026. Mental-healthevaluntion services Repealed
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R9.10-1015. Genersl—erganization—and-—administration
Repealed

A—Gevemmg»wtm
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3
linically contraindiceted had be by xpleifed®®  R9.10-1021. Environmentat-and—gencral-building—require-
. . t sments Repealed
* Mmmm&ﬁ%&mﬁ%ﬁ&ﬁ Az Thephysicalplant-of-a-behevioral-healthservice-pgeney
efcliept's-rights-in English-or-Spanish-as-appropriste—i :
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. . liest-time—thatis-clisieall i . , s o addii ,
R9-10-1024. Behavioralhealth-emergeney-services Repealed health evalustion-services-shall: g, . B :

health e Y hieh—provides—dmarsane

R9-10-1025. Mentakhealth-sercening services Repealed treatient-services—shell-comply-with-this-rale-in-edditionto-the
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b iahi R9-10-1030. Petoxifiention-serviees Repealed
tion-and-rehabilitetion: A-behavioral health-servicensepeyvwideh provides-detoxifieation
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NOTICE OF PROPOSED RULEMAKING

TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION

2.

CHAPTER 4. CORPORATION COMMISSION - SECURITIES

PREAMBLE
Sections Affected Rulemaking Action
R14-4-144 New Section
R14-.4-147 New Section

The specific authority for the rulemaking. including both the authorizing statute (general) and the statutes the rules are
implementing (specific):
Constitutional authority: Arizona Constitution Article XV §§ 4, 6, and 13

Authorizing statute: AR.S. § 44-1821
Implementing statute: A.R.S. §§ 41-1072 through 41-1078

The name and address of agency personnel with whom persons may communieate regarding the rulemaking:
Name: Brian 1. Schulman, General Counsel :

Address: Arizona Corporation Commission, Securities Division »
1300 West Washington, Third Floor
Phoenix, Arizona 85007
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Phone: (602) 542-4242
Fax: {602) 594-7406

4,  Anexplanation of the rule. inciuding the agency’s reasons for iniffatin the rules:

The proposed rules establish time-frames within which the Securities Division {the “Division”) of the Arizona Coerporation
Commission (the “Commission”) shall process the initial and renewsl applications for the registration and exemption of securi-
ties offerings, and the registration of securities dealers and salesmen. The rules are mandated by ARS. §41-1072, et seq. (the
“time-frame statutes™), which require any state agency that issues licenses to promulgate final rules establishing the time-frames
during which the agency will either grant or deny each type of license that the agency issues.

Each of the proposed rules incorporates certain categories of time-frames created by the time-frame statutes. Under the time-
frame statutes, each agency shall establish an “overall time-frame,” which consists of 2 componrents: (i) an “administrative com-
pleteness review time-frame™; and (i) a “substantive review time-frame.” The time-frame statutes define the administrative
completeness review time-frame to mean the number of days from agency receipt of an application for a license until an agency
determines that the application contains all components required by law. The time-frame statutes define the substantive review
time-frame as the number of days afier the completion of the administrative completeness review time-frame during which an

agency determines whether an application meets alf substantive criteria required by law. The proposed rules establish separate
time-frames for each of these components.

Ri4-4-146 Proposed rule R14-4-146 (“Rule 146”) establishes time-frames within which the Division shall process the initial
and renewal applications for the registration or exemption of securities offerings. Rule 146 contemplates 3 potential processing
tracks, each with its own time-frames. All 3 tracks share an administrative completeness review time-frame of 60 days. The
Commission then has 60 days after receipt of the completed application to approve the application or initiate the denial process
by filing a notice of an opportunity for hearing. If the Commission approves the application, the process effectively is over. If
the Comtnission initiates the denial process, it must file a notice of an opportunity for hearing. If the applicant does not request
a hearing, then the Commission shall approve or deny the application within 70 days. If the applicant requests a hearing, it must
do so within 10 days. The Commission then shall approve or deny the application within 210 days. The latter time-frame con-
templates time for the following: (i) an administrative hearing; (if) a recommended order from the hearing officer; and (iii) a
{inal order from the Commission.

In sum, there are 3 overall time-frames. Where the Commission approves the application, the overall time-frame is 120 days.
Where the Commission recommends a denial of the application and no hearing is requested, the overall time-frame is 190 days.
Where the Commission recommends a denial of the application and a hearing is requested, the overall time-frame is 340 days.

There are ceriain existing rules and statutes under the Securities Act of Arizona that already provide time-frames for the pro-
cessing of securities applications. In accordance with the time-frame statutes, for those time-frames already in use, Rule 146
divides those existing time-frames into the administrative and substantive time-frames. The breakdown for those existing time-~
frames is included in Table A of Rule 146,

RI4-4-147, Proposed rule R14-4-147 (“Rule 147”) establishes time-frames in which the Division shall process applications for
dealer and salesman registration. Rule 147 addresses separately dealer and salesman registration. With respect to dealer registra-
tion, Ruie 147 contemplates 3 potential processing tracks, each with its own time-frames. All 3 tracks share an administrative
completeness review time-frame of 42 days. The Commission then has 60 days after receipt of the completed application to
approve the application or initiate the denial process by filing a notice of an opportunity for hearing. If the Commission
approves the application, the process effectively is over. If the Commission initiates the denial process, it must file a notice of an
opportunity for hearing. If the applicant does not request a hearing, then the Commission shall approve or deny the application
within 70 days. If the applicant requests 2 hearing, it must do so within 10 days. The Commission then shall approve or deny the
application within 210 days. The latter time-frame contemplates time for the following: (i) an administrative hearing; (ii) a rec-
ommended order from the hearing officer; and (iii) 2 final order from the Commission.

In sum, there are 3 overall time-frames. Where the Commission approves the application, the overall time-frame is 102 days.
Where the Commission recommends a denial of the application and no hearing is requested, the overall time-frame is 172 days.
Where the Commission recommends a denial of the application and a hearing is requested, the overall time-frame is 322 days.

Rule 147’s time-frames for salesman registration are similar to the dealer registration time-frames, with 1 exception. With
respect to salestnan registration, the administrative completeness review time-frame is 60 days, instead of 42. As such, where
the Commission approves a salesman’s registration, the overall time-frame is 120 days. Where the Commission recommends a

denial of the application and no hearing is requested, the overall time-frame is 190 days. Where a hearing is reguested, the over-
all time-frame is 340.

authority of a political subdivision of this state:
Not applicable.

6. The preliminary summary of the econpomic, small business and consumer impact: ®

Pursuant to AR.S. § 41-1055(D)(3), the Commission is exempt from providing an economic, small business, and consumer
impact statement.
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Notices of Proposed Rulemaking

The name and address of agency personnel with whom persons may communicate regarding the accuracy of the economic,

small business, and consumer impact summary:
Not applicable.

The time, place, and nature of the proceedings for the adoption, amendment. or repeal of the rule:

Date: June 2, 1998

Time: 930 am.

Location: Arizona Corporation Commission
1200 West Washington Avenue
Phoenix, Arizona 85007

Nature: Oral Proceeding

Any person may submit written comments prior to the oral proceeding to the person listed in question 3. Subsequent to the oral
proceeding, the Arizona Corporation Commission will take final action with respect to the adoption of the proposed rules at an

open meeting.

Any other matters prescribed by statute that are applicable fo the specific asency or to any specific rule or class of rules:

None.

None,

The full text of the rules follows:

FTITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION

CHAPTER 4. CORPORATION COMMISSION - SECURITIES

ARTICLE 1. IN GENERAL RELATING TO THE
ARIZONA SECURITIES ACT

Section

Ri4-4-146.

R14-4-147

Progessing of Initial and Renewal Applications for
the Registration or Exemption of Securities Offer-
Processing of Applications_for Dealer and Sales~

R14-4-146.

man Registration,

ARTICLE 1. IN GENERAL RELATING TO THE
ARIZONA SECURITIES ACT

Processing of Initial and Renewal Applications

for the Registration or Exemption of Securities Offerings

A,

&

C.

May 1, 1998

For purposes of this Section. the term “application” includes
all documents, information and fees prescribed by the Com-
mission for the registration or exemption of securities under
ARS. Title 44, Chapter 12, and any rules promulgated
under those statutes.
Within 30 days after receipt of an initial or renewal applica-
tion for the registration or exemption of securities, the Com-
mission shall nofify the applicant, in writing, that the
application is complete or deficient. If the application is defi-
cient, the notice shall specify all deficiencies. Unless other-
wise notified by the Commission, an application will be
deemed complete 30 days after receipt by the Commission of
information in satisfaction of all deficiencies.
An_applicant with_a_ deficient application shall supply the
information in satisfaction of the deficiencies within the time
permitted by AR.S. § 44-1861(K). Tf the applicant fails to
provide the information, the Commission may abandon the
lication under A.R.8. § 44-1861(K). An applicant whose
appligation has been abandoned may reapply by submifting a
new application,

D.

Page 995

Within 60 days afier receipt of a complete application, the

Commission _shall approve the application or initiate the

denial process by filing 2 notice of an opportunity for a hear-

ing under R14-4-306. When a notice of an opportunity for a

hearing is filed: _

L. Ifthe applicant does not request a hearing, the Comumis-
sion shall approve, deny or take other appropriate action
regarding the application within 70 days after service of
the notice, :

If the applicant requests a hearing, the applicant must do
so within 10 days after receipt of the notice. The Com-
mission_shall approve, denv or take other appropriate
action regarding the application within 210 days after
the applicant’s request is docketed with the Comynis-
sion,

For purposes of ARS. § 41-1073. the Commission has
established the following time-frames;

1. When the Commission approves an application under
subsection {DY: _
Administrative_completeness review time-frame:

60 days:

b.  Substantive review time-frame: 60 days; and - -

c. Overall time-frame; 120 days '
When the Commission initiates the denial process and
no hearing is requested under subsection (D}1), - -
2. Administrative completeness review tame«frame

60 days;
b. Substantive review time-frame: 130 davs and

¢ Overall time-frame: 190 days. S
W&M&w-
hearing is requested vnder subsection 2):. s
Administrative completeness review nme-frame s
60 days: [
Substanhve review time~frame 280 days; and
Overall time-frame: 340 days, -

i~

i

o

w

I

b.
[
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E.  Ifan applicant requests, and is ted, an extension or con- time prescribed for a specific time-frame is_11 days or more.
o tinuance, the appropriate time-frames shall be tolled from the intermediate Saturdays, Sundays, and lepal holidays shall be
date of the request for the duration of the extension or contin- included in the computation.
uance. H. In lieu of the time-frames established by this Section the
G. ~ When the period of time prescribed in this Section is less than Commission shall process applications for the registration or
11 days, intermediate Saturdays, Sundays, and legal holidays gxemption of certain_securities offerings within the time-
shall not be included in the computation. When the period of frames set forth in Fable A_
TABLE A
ARIZONA CORPORATION COMMISSION SECURITIES DIVISION
Time-frames
Security Offering Statutory or Administrative | Administrative Com- | Substaniive Review Overall Time-
Code Reference pleteness Review (in {in days) frame (in davs)
days)
Nonexempt government securities ARS § 1843.01 10 10 20
Exempt transactions — existing AAC R14-4-101 3 5 10
stockholders and/or emplovees
Exempt transactions - restricted AAC R14-4-102 3 5 i0
public offerings

R14-4.147.

Progessing of Applications for Dealer and Sales-

man Registration.

A.

For purposes of this Section, the term “application” includes

all documents, information. and fees prescribed by the Com-

mission under A.R.S,. Title 44, Chapter 12, Articles 5 and 9,
and any rules promuleated under those statutes.

b. If the applicant reguests a hearing, the applicant
must do so within 10 days afier receipt of the
notice, The Commission shall approve, deny or
take other appropriate action regarding the applica-
tion within 210 davs after the applicant’s reguest is

docketed with the Commission.

B. The Commission shall provide notices of deficiency, com- 4. For purposes of AR.S. § 41-1873. the Commission has
pleteness or approval, as required under this Section, either in established the following time-frames:
writing or through the CRE) system. a. When the Commission approves an application
€. The following provisions apply to applications for dealer reg- under subsection (C)(3):

Volume 4, (ssue #18

istration:

1. Within 21 days after receipt of an application for dealer
1¢gistration, the Commission shall notify the applicant
that the application is either complete or deficient. If the
application is deficient, the notice shall specify all defi-
giencies. Unless otherwise notified by the Commission.
an,application will be deemed complete 21 days afier

i.  Administrative completeness review time-
frame: 42 days; :
#, Substantive review time-frame: 60 davs: and

lii, Overall time-frame: 102 davs.

b.  When the Commission initiates the denial process
and no hearing is requested under subsection

i

receinth t.he Qomm:ssmn of information in satisfaction i  Administrative completeness review time-
of all deficiencies. frame: 42 days:
2. An applicant with a deficient application shall supply

the information in satisfaction of the deficiencies within
the time permitted hy A.R.S. § 44-1861(K). If the appli-

gant fails to provide the information. the Commission
may_abandon the application under ARS. § 44-

1. Substantive review time-frame: 130 days; and
iii. Overgll time-frame: 172 days,

When the Commission initiates the denial process
and a hearing s _reguested under suhsection

i

1861(K). An_applicant_whose_application has heen QE&Ex o
abandoned may reapply by submitiing a new applica- L Administrative completeness review_ time-
ton. frame: 42 days;

3. VWithin 60 days after receipt by the Commission of a
complete application and the approval of the application
by_both the National Association of Securities Dealers
and the state of the dealer’s principal place of business if
pther than Arjzopa, the Commission shall approve the
application or initiate the denial process by filing a
notice of an opportunity for a hearing under R14-4-306.
When a notice of 2n opportunity for a hearing is filed;

2 If the applicant does not request a hearing, the
Commission shall approve. deny or take other
appropriate action regarding the application within
70 days after service of the notice.

D,
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ii. Substantive review time-frame: 280 days; and
il Overall time-frame; 322 days.
The following provisions apply to applications for salesman
registration:
1. Within 30 days after receipt of an application for sales-
man registration, the Commission shall notify the appli-
cant that the application is either complete or deficient,

f the application is deficient the notice shall specify all

deficiencies. Unless otherwige notified by the Commis-
sion, an application will be deemed complets 30 davs
after receipt by the Commission of information in satis-

faction of all deficiencies.
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An_spplication will not be deemed complete until the
Commission receives notice through the CRD system,
or otherwise, that the applicant:

Has passed all of the required examinations;
Is not secking dual regisiration; and

Is.not under special review status by the
National Assogiation of Securities Dealers.

An_applicant with a deficient application shall supply

the information in satisfaction of the deficiencies within

the time permitted by A R.S. § 44-1861(K). If the appli-

cant fails to provide the information, the Commission

may_sbandon the application under ARS. § 44-

1861(K). An applicant whose appiication has been

abandoned may reapply by submitting a new applica-

tion.

Within, 60 days after receipt of a complets application,

and the approval of the application by both the National

Association of Securities Dealers and the state of the

salesman’s pringipal place of business if other than Ari-

zona, the Commission shall approve the application or

initiate the denial progess by filing a netice of an oppor-

tunity for a hearing under R14-4-306, When a notice of

an opportunity for a hearing is filed: E.

a. If the applicant does not request a hearing, the
Commission  shall approve, deny or take other
appropriate action regarding the application within
70 days after service of the notice.

b, If the applicant requests a hearing, the applicant
must do so within 10 days after receipt of the
notice. The Commission shafl approve, deny or

take other appropriate action regarding the applica-
tion within 210 days after the applicant’s request is

docketed with the Commission.
For purposes of A R.S. §.41-1073, the Commission has
estabiished the following time-frames:

o =i

)

under subsection (D){4):

1. Administrative completeness review  time-
frame: 60 days:

. Substantive review time-frame: 60 davs: and

iil. Qverall time-frame: 120 days.

When the Commission initiates the denial process

and no hearing is requested under subsection

{4 a):

Administrative _completeness review  time-

frame: 60 davs;

ii. Substantive review time-frame: 130 days: and

ili Oyerall time-frame; 190 days.
When the Commission_initiates the denial process
and a_ hearing is_requested under subsection
DY)y
Administrative _completeness _review time-
fame: 60 days;
ii. Substantive review time-frame: 280 days: and
iii. Overall time-frame: 340 days.
If an applicant under this Section requests. and is granted. an
extension or continuance, the appropriate time.frames shall
be tolled from the date of the request for the duration of the
extension or continuance,
When the period of time prescribed in this Section is less than
11 davs, intermediate Saturdays, Sundavs, and lepal holidays
shall not be included in the computation. When the period of
time prescribed for a specific time-frame is 11 days or more,
intermediate Saturdays, Sundavs, and fepal holidays shall be
included in the computation.
The Commission shall renew repistrations under this Section

upon receipt by the Commission of the repistration fee. as
required by AR.S. § 44-1861,

[=

g

i~

NOTICE OF PROPOSED RULEMAKING

TITLE i4. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION

CHAPTER 6. CORPORATION COMMISSION - INVESTMENT MANAGEMENT

PREAMBLE

R14-6-105 New Section

for the rulemakin

implementing (specific);
Constitutional authority: Arizona Constitution Article XV §§ 4, 6, and 13

Authorizing statute: AR.S. § 44-3131
Implementing statute: AR.S. §§ 41-1072 through 41-1078

including both the authorizing statute

Rulemaking Action

eneral) and_the statutes the rules are

3. The name and address of agency personnel with whom persons may cormmunicate regarding the rulemaking:

Name: Brian J. Schulman, General Counsel
Address: Arizona Corporation Commission, Securities Division
1300 West Washington, Third Floor
- Phoenix, Arizona 85007
Telephone: (602) 542-4242
Fax: (602) 542-7470

L

4. Anexplanation of the rule, incinding the agency’s reasons for initiating the rule;
Proposed rule R14-6-105 (“Rule 105”) establishes time-frames within which the Securities Division (the “Dwxsmn”) of the An-
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zona Corporation Commission (the “Commission™) shall process the applications for investment adviser and investment adviser
representative licensure. Rule 105 is mandated by A.R.S. § 41-1072; et seq: (the “time-frame statutes™), which require any state
agency that issues licenses to promulgate final rules establishing the time-frames during which the agency will either grant or
deny each type of license that the agency issues. R T T

Rule 105’s time-frames incorporate certain categories of time-frames créated by the time-frame statutes. Under the time-frame
statutes, each agency shall establish an “overall time-frame,” which consists of 2 components: (i) an “administrative complete-
ness review time-frame”; and (ii) a “substantive review time-frame,” The time-frame statutes define the administrative com-
pleteness review time-frame to mean the number of days from agency receipt of an application for a license untif an agency
determines that the application contains all components required by law. The time-frame statutes define the substantive review
time-frame as the number of days after the completion of the administrativé completenéss review time-frame during which an
agency determines whether an application meets all substantive criteria required by law. Rule 105 establishes separate time-
frames for each of these components. AR

Rule 105 contemplates 3 potential processing tracks, each with its own time-frames. All 3 tracks share an administrative com-
pleteness review time-frame of 42 days. The Commission then has 60 days after receipt of the completed application to approve
the application or initiate the denial process by filing a notice of an opportunity for hearing. If the Commission approves the
application, the process effectively is over. If the Commission initiates the denial process by filing a notice of an opportunity for
hearing, the applicant has 10 days to file a hearing request. If the applicant does not request a hearing, then the Commission
shail approve or deny the application within 70 days. If the applicant requests a hearing, then the Commission shall approve or
deny the application within 210 days. The latter time-frame contemplates time for the following: (i) an administrative hearing;
(ii) 2 recommended order from the hearing officer; and (jif) a final order from the Commission.

In sum, there are 3 overall time-frames. Where the Commission approves the application, the overall time-frame is 102 days.
Where the Commission recommends a denial of the application and no hearing is requested, the overall time-frame is 172 days.
Where the Commission recommends a denial of the application and a hearing is requested, the overall time-frame is 322 days.

A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previous grant of
autherity of a political subdivision of this state:

Not applicable.

The preliminary summary of the economic, small business and consumer impact:

Pursuant o A.R.S. § 41-1055(D)(3), the Commission is exempt from providing an economic, small business, and consumer
impact statement.

The name and address of agency personnel with whom persons may communicate regarding the accuracy of the economic
small business, and consumer impact summary:

Not applicable.
The time, place, and nature of the progeedings for the adeption, amendment, or repeal of the rule:
Date: June 2, 1998
Time: 9:30 a.m.
Location: Arizona Corporation Commission

1200 West Washington Avenue
Phoenix, Arizona 85007

Nature: Oral Proceeding

Any person may submit written comments p:"ior 1o the oral proceeding to the person listed in question #3. Subsequent to the oral
proceeding, the Arizona Corporation Commission will take final action with respect to the adoption of the proposed rules at an
open meeting.

Any other matters prescribed by statute that are applicable to the specific agency or to anv specific rule or class of rujes;

None.

10. Incorporations by reference and their location in the rules:

None.

11, The full text of the rule follows:

TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION

CHAPTER 6. CORPORATION COMMISSION — INVESTMENT MANAGEMENT

ARTICLE 1. GENERAL PROVISIONS RELATING TO Section 5
THE ARIZONA INVESTMENT MANAGEMENT ACT R14-6-103. Processing of Applications for Investment Adviser
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and Investment Adviser Representative Licensure.

ARTICLE 1. GENERAL PROVISIONS RELATING TO
THE ARIZONA INVESTMENT MANAGEMENT ACY

R14-6-105. Processing of Applications for Investment
Adviser and Investment Adviser Representative Licensure,

A. For purposes of this Section, the term “application” includes
all documents, information and fees prescribed by the Com-
mission under ARS8, Title 44, Chapter 13, Articles 4 and 3,
and the rtles promulgated under those statutes.

Within 21 days after receipt of an application for investment

adviser or_investrment adviser representative licensure. the
Commission shall notify the applicant in writing, that the

application is either complete or deficient, If the application

is deficient, the notice shall specify all deficiencies. Unless

otherwise notified by the Commission, an application will be

. deemed complete 21 davs after receipt by the Commission of
information in satisfaction of all deficiencies.

C. An applicant with a deficient application shall supply the

information in satisfaction of the deficiencies within the time

ermitted by AR.S, § 44-3181. If the applicant fails to pro-

vide the information, the Commission may sbandon the

application under AR.S, § 44-3181. An applicant whose

application has been abandoned may reapply by submitting a

new. application.
Within 60 days after receipt of a complete application. the

Commissior: shall approve the application or initiate the
denial process by filing a notice of an opportunity for a hear-
ing under R14-4-306, When a notice of an opportunity for a
hearing is filed;

1. Ifthe applicent dges not request a hearing, the Commis-
sion_shatl approve. denv, or take other appropriate
action regarding the application within 70 days after ser-
vice of the notice,

If the applicant requests a hearing, the applicant must do
so_within 10 days after receipt of the notice. The Com-

mission shall approve. deny or take other appropriate

NOTICE OF PROPOSED

E.

=

4
=
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action_regarding the application within 210 days after
sion,
For purposes of ARS. § 41-1073, the Commission has
established the following time-frames:
1. When the Commission approves an application under
subsection (D}
a.  Administrative completeness review time-frame:
42 days;
b. Substantive review time-frame: 60 days: and
c.  Qverall time-frame: 102 days.
2. When the Commission initiates the denial process and
no hearing is requested under subsection (DY(1);
a. Administrative completeness review time-frame:
42 days:
Substantive review time-~frame: 130 days; and
Overall time-frame: 172 days.

3. When the Commission initiates the denial process and a

hearing is requested under subsection (DM2);
Administrative _completeness_review_time-frame:
42 days;

b. Substantive review time-frame; 280 days; and

¢.  Overall time-frame: 322 days.
¥ an applicant requests, and is granted. an extension or con-
tinuance, the appropriate time-frames shall be tolled from the
date of the request for the duration of the extension or contin-
uance.
When the period of time prescribed in this Section is less than
11 days, intermediate Saturdays, Sundavs, and legal holidays
shall not be included in the computation. When the period of
time prescribed for 2 specific time-frame is 11 days or more
intetrnediate Saturdays, Sundays, and legal holidays shall be
included in the computation.
The Commission shall renew a license under this Section

npon_receipt by the Commission of the license fee, as
required by AR S, § 44.3181.

RULEMAKING

b.
[

[=

TITLE 18. ENVIRONMENTAL QUALITY

CHAPTER 12. DEPARTMENT OF ENVIRONMENTAL QUALITY - UNDERGROUND STORAGE TANKS

EREAMBLE

1.  Section numbers; Action;:
R18-12-705 Amend
R18-12-706 Amend
RI8-12-707 Amend
R18-12-710 Amend
R18-12.712 Amend
RI18-12-714 Amend

2. The specific anthority for the rulemaking, including both the authorizing statute (general) and the statutes the rules are

implementing (specific):
Authorizing statute:  A.R.S. § 49-104(B)(4)

Implementing statute:  A.R.S. §§ 49-1015, 49-1071, 49-1072

3. The name and address of agency personnel with whom persons may communicate regarding the rulemaking:

Name: George Tsiolis or Martha Seaman
Address: Department of Environmental Quality
3033 North Central Avenue
Phoenix, Arizona 85012
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Telephone: (602) 207-2222
Fax: (602} 207-2251
TDD: (602) 207-4829

4. An explanation of the rule, including the agency’s reasons for initiating the rule:
A. Agency’s Reasons for Initiating the Rule

Pursuant to A.R.S. § 49-1072 and R18-12-702, the Department may grant money from the Underground Storage Tank (UST)
grant account 1o UST owners or operators to cover casts of (1} UST retrofitting or repiacement to meet UST upgrade reguire-
ments, (2} permanent UST closure, (3) replacement of 2 non-complying UST with a sound UST of equal or smatler volume, (4}
necessary and reasanable UST corrective action work not covered under the UST State Assurance Fund {SAF), (5) demolition
work absolutely necessary to perform the eligible UST project, and (6) expedited departmental review of work plans, reports,
and other documents designated under A.R.S. § 49-1072(A){4).

The purpose of this proposed rulemaking is to clarify that (i) UST owners or operators may submit a grant application to the
Department before or after commencement or compietion of the work that is the subject of the application; (i) proof of a con-
tract performance bond, contractor’s insurance poticy, mechanic’s lien, and contract, if required under the rules, may be submit-
ted before or after commencement or completion of the work; (iii) failure to provide proof of a contract performance bond,
contractor’s insurance policy, mechanic’s Hen, and contract, if required under the rules, will result in forfeiture of the grant
issue; {iv) if a contract performance bond is required under the rules, then it must follow American Institute of Architects surety
bond form A311 covering 2 years from the date on which final payment under the contract falls due; (v) proof of a contract per-
formance bond is not required for a SAF-related grant application; (vi) proof of contractor’s insurance policy need not include
coverage for poliution liability if the application is for a SAF-related grant; (vii) proof of 3 bids is not required for a SAF-related
grant application; (vii) a work timetable is not necessary for work that is already completed; and {(ix) 23 priority ranking points
shall be allocated to a local government whose fund balance is negative,

B. Section-by-Section Explanation of The Proposed Rules
1. R18-12-705, Grant Application Process - Subsection (A}

R18-12-705 provides an overview of the UST grant application process but does not make clear the consequences of failing to
contract with a properly insured and bonded service provider to perform the work. It is not until R18-12-714(D), at the very end
of the rules, that the consequences of such failure are made clear. The proposed rules would repeat the warning at R18-12-
714(D) ap-froat at R18-12-705(A). If R18-12-707 requires the applicant to contract with a properly insured service provider
under a contract performance bond, and to provide proof of the contractor’s insurance, performance bond, mechanic’s lien, and
contract, then the applicant must do so not later than 60 days after receiving the Department’s notice of grant issue, otherwise
the grant issue shal} be forfeited.

2. R18-12-705, Grant Application Progess - Subsection (B)

The proposed rulemaking would renumber rule RI3-12-712(1)(a) as R18-12-712(BY(1). Accordingly, proposed R18-12-703(R)
which refers to that rule would reflect the renumbering,

3. RI8-12-705. Grant Application Process - Subsection (F)

ARS. §§ 49-1071 and 49-1072 and R18-12-705 do not make clear whether the Department may consider a grant application
submitted after commencement or completion of the work that is the subject of the application. However, at the time the legisla-
ture enacted AR.S. § 49-1072(A)2) which allows grants to cover the cost of corrective actions not covered by the SAF, the
Department made most of its SAF payment determinations under reimbursement gffer completion of the work. Therefore, the
legisiature must have anticipated that calculations of the grant amount necessary to cover the cost nof reimbursed by the SAF
also would be made after compietion of the work. It follows that applications for SAF-related grants may be submitted before or
after commencement or completion of the corrective action work.

Arguably, the legislature did not intend to treat grant applications for the other types of eligible work differently, otherwise it
would have clarified the difference in the law. Accordingly, grant applications and application resubmissions regarding UST
retrofitting/replacement to meet UST upgrade standards, permanent UST closure, replacement of a non-complying UST with a
sound UST of equal or smaller volume, demolition work absolutely necessary to perform the eligible project, or expedited
departmental review of documents designated under A.R.S. § 49-1072(A)(4) also may be submitted before or after commence-
ment or completion of the work.

Proposed R18-12-705(F) would make these clarifications.

4.R18:12-706. Grant Application Contents - Subsections (B) and <)

R18-12-706(B) describes background information required in a grant application. The current version of R18-12-706(B)(5)
states the application shall contain “[t}he UST owner identification number assigned by the Department to the person who owns
the facility where the eligible project will be conducted.” This rule language may convey the impression that a grant application
may not be submitted once the work has commenced. Such an impression would be inconsistent with the legislature’s intent,
discussed above, that grant applications may be submitted before or after commencement or completion of the work. Proposed
R18-12-706(B)(5) would resolve the inconsistency.
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R18-12-706(C)} describes additional background information required in a grant application. The current version of subsection
{C) states the “application shall contain all of the following information regarding the facility at and UST on which the eligible
project will be conducted” (emphasis added). This rule language also may convey the impression that a grant application may
not be submitted once the work has commenced. Again, such an impression would be inconsistent with the legislature’s intent,
discussed above, that grant applications may be submitted before or after commencement or comptetion of the work. Proposed
R18-12-706(C) would resolve the inconsistency.

3. R18-12-706. Grant Application Contents - Subsection {D)

R18-12-706{D) describes the substantive components of a grant application. The current version of R18-12-706(D) indicates
that grant applications must inciude proof of 3 contractor bids for the work that is the subject of the application: uniess the appli-
cation is for an expedited review of documents designated under A.R.S. § 49-1072(A}4). The purpose of this bid requirement is
to enabtle the Department to verify that the cost of the work which will determine the grant amount is in line with industry stan-
dards and is not unreasonable, However, where the grant application is to cover the costs of necessary and reasonable corrective
action work not covered under the SAF program, the SAF program will determine whether the costs are necessary and reason-
able. Accordingly, an application for a SAF-related grant does not need to include the proof of 3 bids. Proposed R18-12-
TO6(DY2), (3), (4) and {6) would effect this clarification.

The current version of R18-12-706(D)(7) describes the substantive components of a grant application for expedited review of
documents designated under A.R.S. § 49-1072(A)(4). Proposed R18-12-706(D)(7) would remove a misimpression that subsec-
tions (E} through (1) apply only to applications for expedited review, Additionally, proposed R18-12-706(D){7) would clarify
that the application must identify the documents that are the subject of the request for expedited review. Finally, proposed R18-
12-706(D)7) would make more clear that the Department shall measure such requests against a schedule of review costs for
each type of decument.

6. R18-12-707. Work Plan - Subsection (AX2). {4}, {5}

R18-12-707(A) describes the required contents of a work plan that accompanies a grant application for instaliation of leak
detection, spill or overfill prevention, or both, or corrosion proection systems, or for replacement of a non-complying UST with
a UST of equal or smaller volume. The language as subsections (AX2), (A)4), and (A)(5) currently states that the work plan
must contain a plan “that includes specific actions o be taken,” specifications “for all equipment 1o be installed,” and, where
corrosion protection is involved, supporting decuments demonstrating the effectiveness of the system “where it will be operat-
ing” (emphasis added). This rule language may convey the impression that a grant application must be submitted before the
-work has commenced. Such an impression would be inconsistent with the legislature’s intent, discussed above, that grant appli-
cations may be submitted before or after commencement or completion of the work. Proposed R18-12-T07(A)2), (A)(4), and
{A)(3) would resolve the inconsistency.

Additionally, proposed R18-12-707(A)(3) would revise the current version to clarify that an engineering plan is necessary only
for the installation of a cathodic protection system.

7. R18-12-707. Work Plan - Subsection (AM3)

R18-12-707(AX3) currently states that the work plan that accompanies a grant application for installation of leak detection, spiil
or overfill prevention, or both, or corrosion protection systems, or for replacement of a non-complying UST with a UST of equal
or smaller volume must contain a “timetable for the incremental steps and completion of the project.” The unqualified require-
ment of a timetable may convey the impression that a grant application must be submitted before the work has commenced.
Such an impression would be inconsistent with the legislature’s intent, discussed above, that grant applications may be submit-
ted before or after commencement or completion of the work. Proposed R18-12-707(A)3) would resolve the inconsistency.

8. R18-12-707. Work Plan - Subsection (AX6)

R18-12-707(A)(6) currently states that the work plan that accompanies a grant application for installation of leak detection, spill
or overfill prevention, or both, or corrosion protection systems, or for replacement of a non-complying UST with a UST of equal
or smaller volume must include proof of a performance bond for completion of the contract. Proposed R18-12-707(A)6) would
qualify that the proof of contract performance bond must be an original or duplicate of an American Institute of Architects bond
form number A311. Form A311 specifies that any suit under the bond may be filed up to 2 years following the date on which
final payment under the contract falls due. Form A311 is readily available through most surety companies, and its 2-year
requirement is an industry standard which should be codified in the rules to promote consistency and avoid confusion.

9. R18-12-707. Work Plan ~ Subsection (B)

R18-12-707(B) describes the required contents of a work plan that accompanies a grant application for necessary and reasonable
corrective action costs not covered by the SAF. Under the current fanguage, the work plan must include the information required
at R18-12-607.01 for obtaining pre-approval under the SAF program, as well as proof of contract performance bond,
mechanic’s Hen, contract, and contractor’s general lability insurance including coverage for pollution lability.

Proposed R18-12-707(B) would eliminate the requirement of information required specifically under R18-12-607.01, in relj-
ance on proposed R18-12-706(D)(6). Proposed R18-12-706(D)(6) would require the SAF-related grant applicant to submit cop-~
ies of applicable SAF direct payment or reimbursement determinations already issued by the Department. In situations where
the SAF program has not yet made a direct payment or reimbursement determination, the SAF-related grant applicant would
have to submit a written statement that the applicant has applied for a SAF pre-approval, direct payment, or reimbursement
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determination. The grant program would then commit monies to cover the copayment or deductible amount stated in the SAF
application on file with the Department, which would remain commitied {subject to the requirements at R18-12-714(D)) pend-
ing receipt of the direct payment or reimbursement determination required under proposed R18-12-714(B)(2). Under proposed
R18-12-714(B)(2). the Department shall not pay the committed SAF-related grant monies until it receives the actual copy of the
SAF direct payment or reimbursement determination in addition to the invoices for that work.

Additionally, proposed R18-12-707(B) would eliminate the requirement that an SAF-related grant applicant submit proof of a
contract performance bord. Such proof is not essential because 1 purpose of a bond, which is assurance that the corrective
action will be performed, will already have been largely satisfied by the applicant's satisfaction of the eligibility requirements
for participation in the SAF program. Those eligibility requirements include providing proof of financial responsibility as spec-
ified in 40 CFR 280 subpart H which provides the assurance that the corrective action will be performed. Moreover, requiring a
contract performance bond on a corrective action for which the SAF program is paying 90% of costs is counterintuitive as a con-
tract performance bond is not a condition of SAF coverage.

Finally, proposed R18-12-707(B) would eliminate for SAF-related applicants the requirement that the contractor’s general lia-
bility insurance policy must include coverage for pollution liability, because most if not all insurers will not provide coverage
for pollution liability at a known LUST site. (This type of insurance is not the same as insurance obtained in satisfaction of the
financial responsibility requirements. The insurance obtained by the UIST owner or operator, or both, in satisfaction of the finan-
cial responsibitity requirements merely insures against damages resulting from UST leaks and assures that the necessary correc-
tive action will be done. The contractor's insurance required under the grant program goes 1 step further. by insuring also against
damages that may result from the actual work performed by the contractor.)

10. R18-12-710. Feagibility Determination - Subsection (A)

R18-12-710(A} specifies that the Department’s review of a grant request to upgrade or replace a UST for corrosion protection
shall determine the feasibility of an upgrade before it commits the grant funds to the project. The current version of the rule
requires the Department 1o base its feasibility determination on a report of an internal UST inspection of the existing UST con-
ducted in accordance with American Petroleum Institute publication 1632, “Cathodic Protection of Underground Petroleum
Storage Tanks and Piping Systems”, (December 1987, Supplement March 6, 1989). The reference is incorrect, as publication
1632 is not applicable to the conduct of such an inspection. The proposed version of the rule would replace this reference with
the correct reference, 1631, “Interior Lining of Underground Storage Tanks,” 2nd edition (December 1987), which does apply
to such an inspection. Additienally, the proposed version of the rule would delete the reguirement that the contractor certify the
feasibility determination was made in accordance with publication 1631, as it is the Department and not the contractor that must
make the feasibility determination.

11. R18-12.712. Criteria for Determining Priority Ranking Points for Applicants That Are Local Governments

R18-12-712 specifies how the Department shall rank approved grant applications for priority of payment. However, the current
rule language fails to indicate how many points the Department shall allocate to a local government applicant whose fund bal-
ance is negative. Proposed R18-12-712 would specify that 25 points shall be allocated in such instances (compare with current
R18-12-711(B)(3)(a}). Additionally, proposed R18-12-712 would renumber the subsections to make their designations consis-
tent with the alphanumeric designations in the rest of the grant rules,

12. R18-12-714, Grant Issuance; Notification: Payment - Subsection (A)

RI18-12-714(A) currently specifies the Department shall notify a grant applicant of its determination whether to approve or deny
a grant issuance within 90 days of the end of a grant application submission period. Proposed R18-12-714(A) would clarify that
the 90 days may be measured also from the end of a grant application resubmission period, consistent with R18-12-705(E) and
RI8-12-709(B) which allow an applicant to correct deficiencies in the grant application by resubmitting the application within
30 days of receiving a written statement of deficiencies from the Department.

13. R18-12-714. Grant Issuance; Notification: Payment - Subsection (B)1). (2). (3)

R18-12-714(B)(1) currently specifies the Department shall not make a grant payment untii it receives proof of the documents
required under R18-12-707(A)(6) through (9). Proposed R18-12-714(B)(1) would remove the pointer and clarify that the
Department shall not make a grant payment until it receives the proof of contract performance bond, contractor’s insurance,
mechanic’s lien, and contract if required under R18-12-707 refating to any of the grant-eligible projects. Additionally, proposed
R18-12-714(B)(1) would clarify that the grant applicant may submit such information before or after commencement ot corm-
pletion of the work, as long as the applicant submits the information not later than 60 days after receiving the Department’s
notice of grant issue, consistent with R18-12-705(A) and R18-12-714(D). -

R18-12-714(B)(2) currently specifies that the Department shall not make a grant payment until it receives the original invoices
for work performed or equipment installed in conjunction with the eligible project, and that each cost item in the invoice shall
refer to a specific task in the work plan. Proposed R18-12-714(B)(2) would allow originals or copies of the invoices to be sub-
mitted, and would clarify that the cost items in each invoice shall refer to a task in the work plan only if the work invelves instal-
lation of a leak detection system, addition of spill or overfill, or both, or corrosion protection, replacement of the UST with a
complying UST of equal or smaller volume, or removal of the UST from the ground for the purposes of closure. However,
cross-referencing invoice items to tasks in a work plan would not be required if the work involves only orrective action;
instead, the applicant would have to submit a copy of the SAF program’s final direct payment or reimbursement determinations
for the work that is the subject of the grant application in addition to the invoices, as the Department makes SAF-related grant
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payments only to applicants who have a SAF direct payment or reimbursement determination in hand. (An application for expe-
dited review of documems designated under AR.S. § 49-1072(A)(4) does not require & work plan, and therefore wouid not
involve cross-referencing invoice items 1o a work plan.)

R18-12-7H4(B)(3) currently specifies the Department shall not make & grant payment untii it receives a written statement from
the applicant that certifies that the work has been performed in accordance with a work plan approved by the Department. Pro-
posed R18-12-714(B)(3) would qualify that SAF-related grant applicants do not need to submit such a statement, because the
assurance provided by certification is aiready provided by the SAF direct payment or reimbursement determination. Proposed
R18-12-714(B){3) also would remove the requirement that the statement from other types of grant applicants reference a
Department-approved work plan, because grant applications for expedited review of documents designated under AR.S. § 49-
1072(A)(4) do not require a work plan.

14. R18-12-714, Grant Issuance; Notification, Pavment - Subsection (C)

R18-12-714(C) currently states the Department “shall not make total payments in excess of the amount in the writfen detailed,
firm, fixed cost estimates approved by the Department” {emphasis added). This statement implies that cost bids are required for
program approval for all types of grant applications. This requirement wouid be inconsistent with propesed R18-12-706(D),
which would specify that cost bids are not necessary if the application is for a corrective action or an expedited review of docu-
ments designated under A.R.S. § 49-1072(A)4). Proposed R18-12-714{C) would remove this inconsistency.

Additionally, proposed R18-12-714{C) would clarify that the Department shall make total payments up to the approved amount
uniess the amount actually spent on the eligible project is tess than the approved amount, in which case the Department shall
make totai payments up to the amount actuaily spent. Finally, proposed R18-12-714(C) would reiterate the requirement that the
Department shall not make any payments for work that is not a grant-eligible project unless it is directly related to the prepara-
tion of the grant application.

15. R18-12-714, Grant Issuance; Notification; Pavment - Subsection (D)

R18-12-714(1>} currently states that an applicant who fails “to meet the requirements of subsection (B)(1) within 60 days of the
notice of grant issue” shall forfeit the grant issue. Proposed R18-12-714(D) would state more precisely that the 60-day clock
starts upon the applicant’s receipt of the Depariment’s notice of grant issue.

5. A showing of gond cause why the rule s necessary to promote a statewide interest if the rule will diminish a previous grant of
authority of a political subdivision of this state:
Not applicable.

6. The preliminary summary of the economic, small business., and consumer impact:
The economic impact of this proposed rulemaking would be positive. The proposed rules would eliminate unnecessary burdens
on grant applicants and clarify the procedures grant applicants must foliow. The proposed rules would not assign additional
responsibilities to grant applicants.

7. The name and address of agency personnel with whom persons may communicate regarding the accuracy of the economic,
small business. and consumer impact statement;
Name: George Tsiolis

Address: Department of Environmental Quality
3033 North Central Avenue
Phoenix, Arizona 85012

Telephone: (602) 207-2222
Fax: (602) 2072251
TDD: (602) 207-4829

8. The time, place, and nature of the proceedings for the adoption, amendment, or repeal of the rule or. if no proceeding is
scheduled, where, when, and how persons mav request an oral proceeding on the proposed rule:
The public comment period for the proposed rules begins with the date this notice is published in the 4rizona Administrative
Register and ends on Friday, June 5, 1998. Persons inferested in submitting written comments on these proposed rles should
mail them or fax them to George Tsiolis, identified in questions #3 and #7 above, not later than 5 p.m., Friday, June 5, 1998,

The Department will hold oral proceedings on the proposed rulemaking as follows:

Date: Monday, June 1, 1998
Time: fPpm.
Location: State Office Building
400 West Congress
Room # 158, South Building
Tucson, Arizona ’
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Date: Tuesday, June 2, 1998

Time: lpm.

Location: Phoenix Corporate Center _
3003 North Central Avenue, Room #280
Phoenix, Arizona '

Date: Friday, June 3, 1998

Time: 1pm.

Location: Flagstaff City Councii Conference Room

211 West Aspen Avenue
Flagstaff, Arizona

Persons interested in presenting verbal comments, submitting written comments, or obtaining more information on the proposed
rule may do s¢ at the proceedings. The Department will respond to formal comments in the Motice of Final Rulemaking.

The Department is committed to complying with the Americans with Disabitities Act. Persons with a disability who are inter-
ested in presenting commenis may arrange for special accommodation by calling (602) 207-4795 or (TDD) (602) 207-4829.

9.  Anyother matters prescribed by statute that are applicable to the specific agency or o any specific ruie or class of rules:
Not applicable.

10. Inceorporations by reference and their location in the rules;
(1) Circular 370 of the U.S. Department of the Treasury, Washington, D.C., as amended on June 30, 1993, Located at R18-12-
TONAN6).

(2) American Petroleum Institute Publication 1604, “Removal and Disposal of Used Underground Petroleum Storage Tanks”,
amended December 1987, Supplement March 1989, Located at R18-12-707(C).

(3) American Petroleum Institute publication 2015, “Safe Entry and Cleaning of Petroleurn Storage Tanks”, January 1991.
Located at R18-12-710(A).

{4) American Petroleum Institute publication 1631, “Interior Lining of Underground Storage Tanks,” 2nd edition, December
1987. Located at R18-12-710(A).

11. The full text of the rule follows:

TITLE 18. ENVIRONMENTAL QUALITY

CHAPTER I12. DEPARTMENT OF ENVIRONMENTAL QUALITY - UNDERGROUND STORAGE TANKS

ARTICLE 7. UNDERGROUND STORAGE TANK GRANT RI8-12-707. Work Plan

PROGRAM R18-12-710. Feasibility Determination
Section R18-12-7i2. Criteria for Determining Priority Ranking Points
R18-12-705. Grant Application Process for Applicants Other than Local Governments
R18-12-706. Grant Application Contents R18-12-714. Grant Issuance; Notification; Payment

TITLE 18. ENVIRONMENTAL QUALITY

CHAPTER 12. DEPARTMENT OF ENVIRONMENTAL QUALITY - UNDERGROUND STORAGE TANKS
ARTICLE 7. UNDERGROUND STORAGE TANK GRANT required under R18-12-T06(IXY2), may be submitted sepa-

PROGRAM rately from the work plan. If the owner or operator elects to

submit separately the proof of surety bond, general liability
insurance, mechanic’s lien, or contract. then the owner or

R18-12-705. Grant Application Process

A.

In accordance with the provisions of R18-12-706(A), an
owner or operator shall submit to the Department during a
grant application submission period described in R18-12-704
all of the information described under in R18-12-706, except

that the were-plan-required-by-RISA2-706(DH2)-does-not

operator shall submit that information to the Department not
later than 60 days after receiving the Department’s nofice of
grant issue approval under R18-12-714{A). otherwise the
grant issue shall be forfeited in accordance with R18-12-
714(D). The Department shall not issue a warrant for the pay-

ment of the grant if the Department has not received all infor-
mation required under this Article.

s B. After the close of the submission period; the Department
whether-a-grant-has-been-approved-or-denied surety bond, shall review grant applications in the order received and allo-
general lighility insurance, mechanic’s lien, and contract, if cate priority ranking points to each application in accordance
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schedule of costs for an expedited review of documents
shall be used to determine the grant amount efthe-grant
request. The schedule of costs shall include each type of
document and the corresponding cost for the expedited
review of that document shal-beshownfor-each-docu-

#8. The name and address of each service provider, includ-
ing subcontractors, that performed, or will perform, ser-
vices required to conduct the eligible project, and all of
the foilowing information for each service provider:

a.  Identification as a consultant, contractor, engineer,
subcontractor, tester, or other professional classifi-
cation and whether a license from the Board of
Technical Registrations is required for the profes-
sion;

b.  Contractor license number issued by the Registrar
of Contractors;

¢.  License number issued by the Board of Technical
Registrations; and

d. The name and daytime telephone number of the
project contact person.

E. An applicant applying on behalf of an individual, or a firm
classified as other than local government, shall submit to the
Department the information described in subsections (EXD
through (3) and, if applicable, (E)(4).

1. For all applicants. the bzlance sheet from the most
recent completed fiscal year for the firm, and all pre-
pared notes and schedules 1o the balance sheet. The
closing date of the balance sheet shall not be more than
1 year from the date of the application. The balance
sheet shall include all of the following:

a.  Total assets and otal liabilities,

b.  Total intangible assets,

. Totai current assets and total current liabilities, and
d.  Current year-end net worth.

2. For individuals and sole proprietorships, the applicant's
personal financial statement that meets all of the
requirements of subsection (E)(1).

3. For partnerships, limited liability companies and § cor-
porations, the personal financial statement that meets
the requirements of subsection (EX(1) for each owner of
20% or more of the firm,

4. For applicants who wish to be eligible for priority rank-
ing points under R18-12-711(G), a copy of the most cur-
rent federal and state annual income tax returns that
show all of the following:

a.  Total revenues and total expenses, and
b, Total revenues from operation of UST facilities.

F. Ifthe applicant firm is a wholly-owned subsidiary, the appli-
cant shall provide to the Department a copy of all documents
required under subsection (E) for the parent firm. The
Department shall determine financial need based upon the
financial statements of the parent fimm.

G. If an application is made on behalf of a nonprofit or
not-for-profit entity organized under the provisions of AR S,
Title 10, the applicant shall submit to the Department a copy
of the letter from the Corporation Commission granting non-
profit or not-for-profit status and the most recent year-end
balance sheet and all prepared notes and schedules to the bal-
ance sheet. The closing date of the batance sheet shall not be
more than 1 year from the date of the application. The bal-
ance sheet shall include all of the following:

1. The information described under subsections EY1)=)
through (d)};
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2. Current year-end and the prior year-end reserved and
designated fund balances;

3. Current year-end and the prior year-end unreserved and
undesignated fund balance; and

4. Ifthe applicant wishes to be eligibie for priority ranking
points under R18-12-711(G), 2 copy of the most recent
year-end statement of revenues and expenses prepared
simuitaneously with the balance sheet that shows all of
the information required under subsections (E)(4)(a) and
(b).

If application is made on behalf of 2 local government, the

applicant shall submit to the Depariment a copy of the bal-

ance sheet for the most recent completed fiscal year and all

prepared notes and schedules to the balance sheet, The clos-

ing date of the balance sheet shail not be more than I year

from the date of the application. The balance sheet shall

include all of the following:

1. Current year-end and the prior year-end reserved and
designated fund balances,

2. Current year-end and the prior year-end unreserved and
undesignated fund balance, and

3. Total current assets and total current liabilities.

The applicant shall sign, have notarized, and attach to the

application a certification statement that, to the applicant's

best information and belief, all information provided on the

application and attachments to the application is true and

compiete.

RI8-12-707. Work Plan
A. A work plan for a grant for an eligible project under

R18-12-702(A)(1) through (3) shall contain all of the follow-

ing:

1. A site plan, drawn to scale, that includes a diagram of
the facility showing the location of each UST involved
in the project, the access routes to each UST involved,
ey obstructions to access to each UST including natural
or artificial barriers, canopies, buildings, and other
structures;

2. A plan that-includesspeeific-aetions-to-be-taken-during
or report of the specific material or equipment instalia-

tion or removal activities;

3. A timetable for the incremental steps and completion of
the project tasks not vet commenced or completed:

4. The specifications and certificationses—supplied pro-
vided by the manufacturer or a third party; for ali equip-
ment to-—be-installed the installation of which is the
subject of the grant application, including;—<£it-esists;

the—3rd-party third-party certification of performance
standards for probability of detection and probability of

false alarm for leak detection equipment in accordance
with A R.S. § 49-1003;

3. If the eligible project includes the addition-of-eerrosion
protecton-to-an-UST-installation of a cathodi¢ protec-
tion system under R18-12-702(A)(2) or replacernent-of
anUST-ander R18-12-702(A)(3), the engineering plan;
if-necessary; for the installation of the UST system pre~
pared by a comosion expert and supporting documents
that demonstrate the effectiveness of the i
teetion system under the site-specific conditions whese

6. The original or duplicate of e an_ American Instiftute of
Architects surety bond form A31] with a penal sum in
the amount of the contract, which names the Department
and the applicant as dual obligees and the contractor as
principal for each service provider on the eligible
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project,_and which provides that a lawsuit under the
hond may be filed within 2 vears from the datg on which
final payment under the contract falls due. The surety
company issuing the bond shall be among those listed as
acceptable sureties on federa! bonds in Circular 570 of
the U.S. Department of the Treasury, Washington, D.C.,
as amended on June 30, 1993, and no future editions,
incorporated by reference and on file with the Depart-
ment of Environmental Quality and the Office of the
Secretary of State;

7. A copy of the comprehensive general liability insurance
policy or a certificate of insurance for the general liabii-
ity insurance policy providing coverage for each con-
tractor who will provide services during the eligible
project. The comprehensive general fiability insurance
policy shall have a minimum limit of liability of
$1,000,000, include coverage for pollution liability, and
name the Department as a named insured for any liabili-
ties incurred in relation to the eligible project;

8 A copy of any mechanics’ lien placed on the facility or
the equipment at or to be instailed at the facility in con-
junction with the eligible project; and

9. A copy of each contract signed by the owner or opéerator
concerning the eligible project.

A work plan for a grant for an eligible project under

R18-12-702({A)4) shall consist of the information required

under RI812-607-04—und-therequirements-of subsections

(A& T) through (9), except that the contractor comprehen-

sive_general liability insurance policy is not required o

include coverage for poliution liability,

A work plan for a gramt for an eligible project under

R18-12-702(AXS5) shall comply with the requiremenis of

subsections (A1) through (4), and (AX6) through (9) and

contain provisions for compliance with the standards of the

American Petroleum Institute Publication 1604, “Removal

and Disposal of Used Underground Petroleum Storage

Tanks”, amended December 1987, Supplement March 1989,

Washington, D.C., and no future editions, incorporated by

reference and on file with the Depariment and the Secretary

of State.

R18-12-710. Feasibility Determination

A.
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For eligible projects listed in R18-12-702(A)(2) and {(3) that
involve corrosion protection, the Department shall determine
the feasibility of upgrading or replacing the UST. The
Department shall base its feasibility determination on an
a report of internal inspection
of the existing UST; conducted by an Arizona licensed con-
tractor. The inspection report shall include a certification by
the contractor that the inspection was conducted and-the-fea-
sibitity-determinationrmade in accordance with the American
Petroleum Institute publication 2015, “Safe Entry and Clean-
ing of Petroleum Storage Tanks”, (January, 1991) and the

Amencan Petroleum Insntute pubhcatton -}632—1‘-Gath-eé§e

23

P&pmgw%ﬁsiemsméDeeembef—wsq—S&ppﬁemem—M&reh—é-
19803 1631, “Interior Lining of Underground Storape
Tanks” second. edition (December, 1987), and no later
amendments or editions, both of which are incorporated by
reference and on file with the Department and the Office of
the Secretary of State.
The Department shall ensure that the amount of grant monies
approved for an eligible project eosrelates is consistent with
the results of the feasibility determination. If the feasibility
determination concludes that a UST can be upgraded with
corrosion protection, but the application requests grant funds

for replacing the UST, the Department shall not approve an
amount in excess of the estimated cost of upgrading the UST.
if a UST cannot be upgradéd with corrosion protection, and
the application requests grant funds 1o upgrade the UST, the
Department may approve the amount of the estimated cost of
replacing the UST,

R18-12-712. Criteria for Determining Priority Ranking Points
for Applicants That Are Local Governments

A.

The Department shall allocate prioriey ranking points to a
grant application of an owner or operator that is a local gov-
ernment in accordance with this Section. The maximum
number of priority ranking points is 100_consisting of the
points atlocated in accordance with subsections (B) and (C),

3:B. The Department shall ailocate a maximum of 30 priority

points for financial need: as follows;

al, A maximum of 23 priority ranking points shall be alio-
cated based on the ratio, expressed as a percentage, of
the grant request divided by total unreserved and undes-
ignated fund balance.If the total unreserved or undesig-
nated fund balance is negative. 23 priority ranking
points shall be allocated, I the total unreserved or
undesienated fund balange is.positive, priovity ranking
points shall be allocated as follows:

PERCENTAGE POINTS
20% or more 25 Points
16% up 10 but not including 20% 20 Points
12% up to but not including 16% 15 Points
8% up to but not including 12% 10 Points
4% up to but not including 8% 3 Poiats

Less than 4% 0 Points

B 2. A maximum of 23 priority ranking points shall be allo-
cated based on the ratio, expressed as a percentage, of
total current assets divided by total current liabilities.
Current assets and current liabilities shall be determined
from the balance sheet submitied in accordance with
R18-12-706(H). Priority ranking points shali be allo-
cated in accordance with R18-12-71H{BX3)(b).

2 C. Additional priority ranking points shall be allocated in accor-

dance with R18-12-711(C) through (F).

R18-12-714. Grant Issuance; Notification; Payment

A.

Page 1007

Within Not later than 90 days fellewing after the end of the
submission period gg, if appligable. the resubmission period,
the Department shall notify each applicant in writing of the
denial or approval of a grant issuance. The determination of
denial or approval shall be made in accordance with
R18-12-713. A notice of grant approval shall contain ali of
the following:

1. A statement of the original amount of the applicant’s
grant request;.

2.  An explanation of all reductions or adjustments that
reduce or change the original grant request amount and
the reason for each change;.

3. A statement of the amount of the grant issue;end.

4. 'The provisions of subsections (B) t.’m'ough o).

The Department shall not make any grant payment to the

applicant or a person provxdmg serv:ces or equxpment to the

applicant fer-th B

predeet until the Depa.rtment receives alE of the foHowmg

L

Fhe—dosuments—required—under—RIS-12-7070CAN6)
through+9): Proof of surety bond, genera! liability insur-
ance, mechanic’s lien and contract if required under
R18-12-707. The grant applicant may submit these doc-
uments to the Department before or after commence-
ment or completion of the work that is the subject of the
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grant application but shall submit these documents not
later than 60 days_after receiving the. notice of grant
issue approval.

Originak-invetees Invoices for work performed or equip- c.

ment installed in conjunction with the eligible project. If
the work performed is an ¢ligible project under R18-12-
TOAAXLY (23, (3} or (5%, then Eeeh each invoice shall
reference the work performed or the equipment installed
to the specific item or task in the work plans._1f the work
performed is  an  eligible  project  under
RI8-12-702(A)4). then the applicant shall submit a
copy of the direct pavment or reimbursement determina-

tions received pursuant to R18-12-609(A) in addition to

the invoices for that work,

For work performed that is not an gligible project under D.

RI18-12-702(AX4), 4 a written statement, signed by the
applicant and the person acting as general coniractor on
the eligible project, which certifies that ail work, equip-
ment, or materials itemized on each invoice have been
performed, used, or installed in accordance with the
Otk this Chapter.
The statement shall contain, for each invoice itemized,
the invoice number and the total amount of the invoice.
The signatures appearing on the certification shali be
notarizeds-and.
An agreement signed by the applicant and the person
serving as general contractor on the approved eligible
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project, which designates the name to be shown as
payee on all warrants issued in payment for work and
equipment on the approved project.
The Department shali not make total payments in-exeess—of
: irt-the witter_detatted-firm fhred i
that exceed the erant amount approved by the Department in
accordance with this Article. or that exceed the amoun? actu-
ally incurred to_complete the eligible projest. whichever is

less. The Department shall not make payments to cover the
cost of work that is not an eligible proiect under R18-12-702

unless the cost is for professional services directlv related to
the preparation.of the srant application that are approved by
the Department.

If all of the requirements of subsection (B) are met, and sub-
ject to the provisions of subsection (C), the Department shall
issue a warrant for the amount of the submitted invoice(s). If
an applicant is notified of a grant issuance but fails to meet
the requirements of subsection (BY(1) within-66-days—of not
later than 60 davs after receiving the notice of grant issue,
then the Department shall inform the applicant in writing that
the grant issue has been forfeited by the applicant, The
Department shall return a forfeited grant issue to the grant
fund.
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